The aim of this study is to investigate the impact of Oil Prices distortion on Algerian Macroeconomics during the period (1980 to 2011). Using a Vector Error Correction Model (VECM); the impact of oil price fluctuation on five macroeconomic variables was examined. The results show that Oil Prices have no important Impact on the most variables during the short term with the exception that they have a positive effect on inflation and negative effect on real effective exchange rate. The result of Variance Decomposition analysis VD is consistent with the Impulse Response Function IRF in that there is a Positive Impact in Long-term of Oil Prices on The RGDP and INF. On the other hand; there is a Negative Impact on REER and UNE; with no effect at all on M2.Finally; The Study Recommends the importance of adopting a policy that allows reducing the dependence on the Oil Sector through diversification of income sources which; in turn; helps to raise real GDP; absorb Unemployment in The Local Economy; and reduce Inflationary pressures.
Introduction
Given the strategic importance of oil in the world; and its economic effects vary according to the behavior of prices in the world oil market; which has been in depth fluctuations within the past few decades; especially the rise recorded in July of 2008; where the price per barrel reached $148 U.S; and the tremors caused by negative or positive effects for many factors mainly: political; economic and natural; which was reflected in the price of oil fluctuation; causing a state of instability; as an oil shock can make the economies of the world cripple; especially the fragile renter economies that related to oil industry.
The everlasting fluctuations of oil price can cause the sharp macroeconomic results; as is usually accompanied by high oil prices in the exporting countries; an increase of the flow of foreign exchange to the national economy that lead to higher income and improve unemployment rates; high exchange rates of the local currency against foreign currencies; coupled with high rates of inflation due to the increase in money supply in the national economy; and is expected the reverse in the case of low prices of oil; but the impact of oil price fluctuations on the economy overall is not that simple; as it constitutes a real challenge for policy makers; economic and financial authorities; thus it was necessary to understand this effects on the economy overall.
Algeria considered one of the oil-producing countries; participating in global production of oil through its company SONATRACH; and its foreign partners about 1.1898 barrels per day in 2010; it export also 709 thousand barrels per day; and estimated oil reserves of 12.2 billion barrels that ranked it the 15th globally. Algeria has become for more than four decades depends on the oil sector, which has become a backbone of the economy; since it has a huge financial returns; as it is the main source of hard currency, and the most important factor to raise the income; for the year 2009; the percentage of oil exports about 98% of the total exports, nearly 65.5% of the income tax and is about 31.5% of GDP; and due to that dependency on oil; the Algerian economy has become vulnerable to oil price fluctuations in the global market; as the continuing rise of prices witnessed since 2003; led to a significant increase in the Gross Domestic Product (GDP) of Algeria; and the increase in GDP growth led to an improvement in the unemployment rates; and increase in inflation as a result of sudden flow of liquidity to the economy. the period 1980-2011; by using five Key macroeconomic variables; real GDP; Unemployment rates; rates of inflation; the effective exchange rate; money supply M2.
Literature Review
In this section of the study we analysis the research work which was carried out by the different researchers; A number of theoretical studies have examined the impact of oil prices Fluctuations on the Macroeconomic variables; but most researchers focused on the oil-importing countries Sulaiman (2010) ; investigate the correlation between the oil price variability and export earning with reference to Pakistan for the period of 1975 to 2008. and others focused on the industrialized countries especially the United States of America; where we found a series of studies carried out by Hamilton (1983; 2003; 2009) ; in addition to several studies; which focused on the impact of fluctuations in oil prices on macroeconomic variables in the oil-exporting countries such as the study of: Akin Iwayemi; BabajideFowowe (2011) the study conducts an empirical analysis of the effects of oil price shocks on a developing country oil-exporter (Nigeria). The study found that oil price shocks do not have a major impact on most macroeconomic variables in Nigeria over the period 1985: Q1 to 2007: Q4.The results of the Granger-causality tests, impulse response functions; and variance decomposition analysis all showed that different measures of linear and positive oil shocks have not caused output; government expenditure; inflation; and the real exchange rate. The tests support the existence of asymmetric effects of oil price shocks because we find that negative oil shocks significantly cause output and the real exchange rate.
Gunu Umar (2010) investigated the impact of crude oil price changes on four key macroeconomic variables over the period . By using VAR; the results show that oil prices have significant impact on real GDP; money supply and unemployment. It impact on consumer price index is not significant. This implies that three key macroeconomic variables in Nigeria are significantly explained by exogenous and the highly volatile variable. Hence; the economy is vulnerable to external shocks. Katsuya Ito (2010) examined the impact of oil prices on the levels of inflation; real effective exchange rate and real GDP for Russia from 1995: Q1 to 2009: Q3; using the VAR model. The result show that the oil prices fluctuations contributes to the growth (decline) in real GDP in the long run. Likewise; the study found that in the short run (4 quarters) rising oil prices not only stimulate inflation and economic growth negatively and positively; respectively; but also induce real effective exchange rate appreciation. Mohammad Reza Farzanegan; Gunther Markwardt (2009) analyzed the dynamic relationship between oil price shocks and major macroeconomic variables in Iran over the period 1975-2006 by applying a VAR approach. The study points out the asymmetric effects of oil price shocks; for instance; positive as well as negative oil price shocks significantly increase inflation. And a strong positive relationship between positive oil price changes and industrial output growth. Furthermore; the "Dutch Disease" observed syndrome through significant real effective exchange rate appreciation.
Katsuya Ito (2008) using the VEC model; attempt to empirically investigate the effects of oil price and monetary shocks on the Russian economy over period 1997:Q1 to 2007:Q4. The result shows that an increase in oil prices contributes to real GDP growth, whereas that to inflation. And the monetary shock through interest rate channel immediately affects real GDP and inflation as predicted by theory. Philip A. Olomola (2006) examined the effect of oil price shock on output; inflation; the real exchange rate and the money supply in Nigeria using quarterly data from 1970 to 2003; using VAR model. The findings were contrary to previous empirical findings in other countries; oil price shock does not affect output and inflation in Nigeria. However; oil price shocks do significantly influence the real exchange rates. The implication is that a high real oil price may give rise to wealth effect that appreciates the real exchange rate. This may squeeze the tradable sector; giving rise to the "Dutch Disease".
Rebeca Jiménez-Rodríguez & Marcelo Sánchez (2004) assessed empirically the effects of oil price shocks on real economic activities in a sample of seven OECD countries using quarterly data over the period 1972:II-2001:IV. Multivariate VAR analysis is carried out using both linear and non-linear models. They found evidence of a non-linear impact of oil prices on real GDP. In particular; oil price increases are found to have an impact on GDP growth of a larger magnitude than that of oil price increases are found to have a negative impact on economic activity in all cases but Japan. Moreover; the effect of oil shocks on GDP growth differs between the two oil exporting countries in the study sample; with oil price increases affecting the UK negatively and Norway positively.
Transmission Mechanisms (Channels)
The oil prices fluctuations affect the performances of macroeconomic variables through six channels; Figure 1 hold the main idea: Figure 1 depicts the channels of transmission from oil price shocks to macroeconomic variables. We briefly discuss these mechanisms below:  Supply-side shock effect: focusing on the direct impact on output due to the change in marginal producing costs caused by oil-price shock.  Wealth transfer effect: emphasizing on the different marginal consumption rate of petrodollar and that of ordinary trade surplus.  Inflation effect: analyzing relationship between domestic inflation and oil prices.  Real balance effect: investigating the change in money demand and monetary policy.  Sector adjustment effect: estimating the adjustment cost of industrial structure; which is mainly used to explain the asymmetry in oil-price shock impact.  Unexpected effect: focusing on the uncertainty about oil price and its impact.
Trend of Oil Prices
Oil market characterize by since the first oil shock in 1973 which mainly arose as a result of oil embargo of Middle East to countries that support Israel. And oil prices know deep fluctuations. 2009 characterized by global recession and the declining in world economic output; which led to reduce the demand for oil in many sectors; as a result; oil prices collapse. During the first half of 2011; oil supply was affected by temporary shutdowns of production in countries that are not members of the Organization of Petroleum Exporting Countries (OPEC) for maintenance and capacity expansions and by supply disruptions in Libya.
Methodology and Model Specification:
The paper makes use of Variance Autoregressive (VAR) Model. Generally a VAR model is specified as:
Equation (1) specifies VAR (P) process; where Ai (i= 1, 2… p) are K x K matrices of coefficients; m is a K x 1vector of constants and ε t is a vector of white noise process. The easiest way to appreciate the feature of VAR is to specify a simple VAR. Consider a simple VAR where K=2 and p=1. This gives:
More explicitly; this can be written as: Provided the Eigen values are distinct; the eigenvectors will be linearly independent and C will be nonsingular. It then follows that:
(3) Defining a new vector Z t as:
The process of per-multiplying (2) by C -1 and simplifying gives:
Where m*= C -1 and Thus:
Each Z variable follows a separate AR(1) process and is stationary I(0); if the Eigen value has modulus less than1; is a random walk with drift I(1); if the Eigen value is 1; and is explosive; if the eigen value exceeds 1 in numerical value. Finally; it is important to look for the cointegrating relation. Using equation (4) such relation can readily be found. The second bottom row in equation (4) gives:
Where c(2) is the bottom row in C-1. Thus; z 2 is the linear combination of I(1)variables but is itself a stationary I(0) variable. The cointegrating vector annihilates the I(1) component in y t .
www.ccsenet.org/ijbm
International Journal of Business and Management Vol. 7, No. 18; 2012 So the VECM is a special form of the VAR for I(1) variables that are co-integrated. The VEC model allows us to capture both the short-run and long-run relationships. For example; we can examine how much GDP will change in response to a change in the other variables (the cointegration part) as well as the speed of change (the error correction part). The direction of Granger causality in the short run and the long run can be determined based on the VECM. The short-run Granger causality can be established by conducting a joint test of the coefficients in the VECM; which is based on the F-test and χ2 test. The long-run causal relationship; on the other hand; is implied through the significance of the lagged error correction term in the VECM; based on the t test.
Data Sources
The variables used are as follows: real oil price (OP) defined as crude oil prices in real terms; and real GDP (RGDP) defined as GDP at constant price; and Unemployment (UNE) measured as percentage of labor force; inflation rate (INF) as measured by the percentage changes of consumer price index (CPI; 2005=100); real effective exchange rate (REER2005=100); Money Supply (M2 The VAR model is adopted for this study because of the forecasting power relative to large structural models. Again one of the common virtues of VAR is that it obviates a decision as to what contemporaneous variables are exogenous; all variables are endogenous.
Results and Discussion

Unit Root Tests
Unit root tests for all the variables are presented in Table 1 ; Both Augmented Dickey-Fuller (ADF) and Phillips -Perron unit root tests are conducted. The two tests show similar results that all the six variables of the model are not stationary at level; but they all stationary at first difference I(1). Since the series is integration of same orders we do conduct the co-integration tests.
Co-Integration Test
A vector of variables integrated of order one is cointegrated if there exists linear combination of the variables, which are stationary. Following the approach of Johansen and Juselius (1990) two likelihood ratio test statistics; the maximal Eigen value and the trace statistic; were utilized to determine the number of co-integrating vectors. The co-integration tests were performed allowing for both the presence and absence of linear trends. 
Granger-Causality Tests
The Granger-causality tests show the direction of co-integrated relation; results are presented in Table 3 ; and it can be seen that for RGDP; UNE; INF; REER and M2. 
Vector Error Correction Model Test
The estimation and analysis of the model involves multi-stage procedure. The study first considered the correlogram for autocorrelation and. with the autocorrelations dying out and only the first partial correlation coefficient being significant. Based on the Johansen cointegration results and the results from the lag selection criterion; a VECM (2) with three cointegrating vector is estimated. To ensure that the estimated VECM is not spurious; the residual autocorrelation test is performed.
The correlograms of the test in figure 3 indicate that the residuals of the estimated VECM are appropriately uncorrelated; indicating that the estimated VECM is correctly specified and the parameter estimates are consistent. International Journal of Business and Management Vol. 7, No. 18; 2012 Figure (3) show that the model meets the conditions of stability as all parameters smaller than one; and all the roots lie within the unit circle; which means that the model does not suffer from the problem of autocorrelation or heteroscedasticity; which would allow step subsequent using vector error correction model VECM; which will allow us to track the relationship between the variables and as well as deviations that may occur in the short run. As with most macroeconomic variables; all the six variables of the model are non-stationary at levels; Both Augmented Dickey-Fuller (ADF) and Phillips -Perron unit root tests are conducted. The two tests show similar Results; that all the variables are integrated at the first difference. As a matter of necessity; the study tested for cointegration using the Johansen approach which is suitable for VEC model. The result shows that (at 5%) there is at least three cointegrating relation in each of the models. This naturally allowed us to proceed to the estimation of VECM.
The results of the VECM estimates are shown in table 4. The result of RGDP equation showed insignificant relationship between RGDP and second and third lag of OP. There is also significant but negative relation between RGDP and second lag of INF and UNE, and positive relation between RGDP and second lag and third lag of REER. The coefficients of the error correction terms in the RGDP equation are significant and negative; this confirmed the existence of a long-run static relationship in the model; and the value of coefficient of error correction (-0.12) indicates that(RGDP) adjusts to equilibrium value in each period by the imbalance remainder of the period (t-1) equivalent to 12%. The R 2 shows the model of this equation explains about 69% variations in RGDP.
In UNE equation the coefficients of second and third lags OP not significant; only the coefficients of second lags of RGDP and M2 are significant while others are not. The coefficients of the error correction terms in the UNE equation are significant and negative; this confirmed the existence of a long-run static relationship in the model; and the value of coefficient of error correction (-2.39) indicates that the Unemployment adjusts to equilibrium value in each period by the imbalance remainder of the period (t-1) equivalent to 239%. The R 2 shows the model of this equation explains about 90% variations in UNE.
In INF equation the coefficients of the second lag of OP is significant and positive; and this consist with the economic theory; There is also Significant and negative relationship between INF and second lag of RGDP and UNE; and positive relation between INF and second lag and third lag of REER and M2 respectively. The coefficients of the error correction terms in the INF equation are significant and negative; this confirmed the existence of a long-run static relationship in the model, and the value of coefficient of error correction (-6.33) indicates that inflation adjusts to equilibrium value in each period by the imbalance remainder of the period (t-1) equivalent to 633%. The R 2 shows the model of this equation explains about 86% variations in INF.
In REER equation the coefficients of both second and third lags of OP are significant and negative; the coefficients of the third lag of RGDP and UNE significant and positive. However; both of second and third lag of INF and M2 respectively significant and negative; The coefficients of the error correction terms in the REER www.ccsenet.org/ijbm
International Journal of Business and Management Vol. 7, No. 18; 2012 equation are significant and negative; this confirmed the existence of a long-run static relationship in the model; and the value of coefficient of error correction (-0.24) indicates that real effective rate adjusts to equilibrium value in each period by the imbalance remainder of the period (t-1) equivalent to 24%. The R 2 shows the model of this equation explains about 83% variations in REER.
In M2 equation the coefficient of both second and third lags of OP are not significant; The coefficients of the third lag of RGDP and UNE significant and positive. However; both of REER and INF not significant; The coefficients of the error correction terms in the M2 equation are significant and negative; this confirmed the existence of a long-run static relationship in the model; and the value of coefficient of error correction (-0.32) indicates that money supply adjusts to equilibrium value in each period by the imbalance remainder of the period (t-1) equivalent to 32%. The R 2 shows the model of this equation explains about 71% variations in M2.
The coefficients from the estimated VECM are not of primary interest in this empirical work. Rather; we focus on the impulse response function (IRFs) and variance decomposition (VDC) generated from the VECM.
Variance Decomposition Results
Variance decomposition shows the proportion of the forecast error variance of a variable that is attributable to its own innovations and other variables. Since we are primarily interested in how different macroeconomic variables respond to oil price shocks; the results presented in Table 5 show the variance decompositions for different variables attributable to oil shocks.
The result of VD in table 5; presented that the largest source of shocks was changes in OP itself; which contributed about 100% in 1 st year declining to 78% in tenth year. International Journal of Business and Management Vol. 7, No. 18; 2012 49.03873percent in the 10 th year. The implication of this finding is that oil price shock does significantly affect RGDP in Algeria in the long-run more than the short-run. But the contribution of oil prices in RGDP are not very high and that reinforces the fact that oil price shocks are neither necessary nor sufficient to explain changes are happen in RGDP (Kilian 2004; Philip 2008 ).
Unemployment
RGDP changes accounts for the largest share of shock to Unemployment rate; while oil price shock explained relatively little in short-run. RGDP changes contributed about 69.96 percent to Unemployment rate in the first year; declining through 58.65 percent in the tenth year. And after that we fine Unemployment rate contributed about 27.72 percent to changes in itself in the first year; declining through 0.73 percent in tenth year. However; oil price explained only 2.31 percent of changes in Unemployment rate in the first year; rising to about 38.12 percent in the tenth year. This finding confirms that oil price may not be necessarily unemployment contrary to findings by Gunu (2010).
Inflation
The largest source of shocks in inflation was changes in inflation itself; which contributed about 66.98 percent in the first year; declining to about 37.38 percent in the last year, after that the UNE changes accounts for the largest share of shock to inflation rate; while oil price shock explained relatively little. UNE changes contributed about 20.83 percent to changes in commodity price level in the first year; declining through 6.53 percent in the tenth year; and that consist with Keynesian approach. However; oil price explained only 0.11 percent to changes in inflation rate in the first year; rising through 21.38 percent in the third year and declining through 18.13percent in the tenth year. This finding confirms that oil price may not be necessarily inflationary contrary to findings by (Al-mulali & Usama 2011); and consist with some studies (Philip 2008; katsuya 2008) .
The Real Exchange Rate
The variance decompositions evidenced in Table 5 suggests that the largest source of shocks was changes in REER itself; which contributed about 79.88 percent in the first year; declining to about 8.6 percent in the last year; shocks to oil price explained about 12.9 percent of shocks to the real exchange rate in the 1st year rising in effects to about 80.12 percent in tenth quarter; The implication of this finding is that oil price shock does significantly affect REER in Algeria in the long-run more than the short-run. The contribution of M2 shocks do not contribute significantly to shocks in real exchange rates; as it was less than 1 percent over a ten-month period. Also; shocks to RGDP and INF contributed an average of 4 percent to real exchange rate shocks over from the period studied. This finding is consistent with previous studies that oil price shocks do significantly affect the real exchange rate (Akin & Babajide; 2011, and leili 2010; Mohammad Reza 2009 ). Thus; a high real oil price may have given rise to wealth. This squeezed the tradable sector and gave rise to the "Dutch-Disease syndrome in Algeria.
Money Supply
Shocks to oil price contribute to the shocks in money supply in fixed amount. However; from the first year to the last; shocks to oil price contributed about average of 61 percent and 64 percent to changes in domestic money supply. On the other hand; while the other macroeconomic variables did not initially contribute much to the shocks in M2; in exception the REER which contribute 11 percent in 1 st year rising to 15.5 percent in the tenth year. An important finding here is that both oil price shocks and shocks to the real exchange rates affected domestic money supply at long lags. This supports earlier studies that monetary policy responds to oil price shocks.
Impulse Response Function
An impulse response function (IRF) traces the effects of a one-time shock to one of the innovations on current and future values of the endogenous variables. If the innovations ε t are contemporaneously uncorrelated; the interpretation of the impulse response is straightforward. The i the innovation ε i,t is simply a shock to the i the endogenous variable y i,t . contain the impulse response functions for the responses of the macroeconomic variables to different oil price shocks. Each figure traces the effect of a one-time shock to the measures of oil shocks on the current and future values of each of the macroeconomic variables.
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. So that any sudden 1% changes in the amount of OP and a standard deviation of a single positively affect RGDP; but this effect is not directly and appears after two years.
The response of unemployment, the result of IRF showed that the oil price affect the unemployment negatively; but the impact is indirect appears after three years, and the effect lasts for two years and then begins to recede; so any sudden change rate of a standard deviation of one affects negatively on unemployment rate and continues to this effect for a short period only.
As for the changing oil prices on inflation; the impact was positive start after the fourth year and fades in the long term so that any sudden change in oil prices amounting to one standard deviation and a positive impact in inflation; but this effect is not directly; appears after four years. As for oil prices shocks; the positive impact is little in the short term inflation appears after the fourth year; and was compatible with the results of previous tests, so that any sudden change in the oil prices shocks of standard deviation of one affects positively on inflation; but this effect is not directly but appear after four years.
The response of real effective exchange rate to shocks in oil prices is mixed. The fourth year and seventh show a positive response of REER to oil shocks. While; the impact was negative appears in the second year to the tenth year; so that any sudden change in the oil prices shocks of standard deviation of one affects negatively on REER; but this effect is not directly but appear after two years.
The response of money supply to shocks in oil prices is small and positive very limited; so that any sudden change rate of a standard deviation of OP affects positively on M2 and continues to this effect for a short period only for two years and then this becomes a non-significant effect after the third year.
Discussion Result
The results showed no significant effect to the fluctuations of oil prices on real GDP in the short term. However; the effect appears in the long term after the second year as the sudden change in oil prices of one dollar standard deviation of one affects positively on RGDP on the length of the response; and this result is consistent with many previous studies; but it is noted through the Impulse Response Function test can observe the decline in RGDP over the past two fourth and seventh year, and that can explained as indicated by the results of the reaction of the response function for both inflation and unemployment and the REER which has seen a rise this year; as these factors can be combined negative impact on RGDP.
The results showed no significant effect to the oil price fluctuations on the UNE in the short term. But that; through the VD and IRF Test showed that there is a negative impact appear in third year and this result; the fact that the impact of oil prices on unemployment appear in long-term, to lower unemployment rate take a time to create a new projects. The negative impact of oil prices on UNE disappears fast and returns short and to high unemployment rate; can explain that from the increasing trend of disinterest in highly labor-intensive works such as agriculture and factory work; and that's what can called Dutch disease.
Proved the results of the study the positive impact with a statically significant to the oil prices fluctuation on inflation INF in the short and long term; and this result is consistent with economic theory; where high oil prices lead to capital flows suddenly to the national economy on the one hand; the other hand the increase in real oil price significantly rise both RGDP per capita and CPI (inflation) for the first two years after the initial shock; this strong increase in GDP increase aggregate demand in the economy. and consequently; the general level of prices. In addition to the high price index a result of high consumer prices for imported products and is known as Imported Inflation.
The results showed a Negative significant effect of oil prices on the REER in the short and long term; the IRF of REER suggests that, in the short and long-run; this variablereacts to shock in real oil price by depreciation could be explained by the fact that rising oil prices lead directly to higher inflation in the major trading partners of Algeria via higher import prices; while domestic prices of energy products are highly subsidized in Algeria and are below global market prices; in addition to that; the reason is due to the exchange rate regime applied in Algeria; is the floating exchange rate orbit; which is characterized by a lesser degree of flexibility; as it seeks monetary authorities always to keep it close to the equilibrium value; which prevents the rise significantly; in order to achieve certain economic objectives.
The results showed no significant effect of oil price fluctuation on the expended Money supply M2 in the short and long term; and this is due to the monetary policy applied in Algeria; where the government will intervene to absorb excess liquidity in the national economy, as it seek the central bank and for a long time to keep inflation stable through intervention in determining the amount of money supply; in addition to the many factors that affect the expanded money supply like the deposits demand in national and foreign currencies with the banking system; and saving deposits…ect.
Conclusion and Recommendation
We have reached five main conclusions:
The oil prices fluctuations has an indirect positive effect on RGDP; that explain by the increase in oil prices caused a higher cash income; and this will affect all the components of GDP; with a high marginal propensity to consumer; so that encourage foreign investors to settle their investment in the country; and will increase government spending and all this in the latter will lead to improvement in real GDP.
the dependence of the oil sector in Algeria increase since more than four decades has led to the; that led to the deterioration of many of big industries as an industry of iron; and the textile industry and leather; which was contribute significantly over the previous period to the absorption of unemployment and this known as the impact of Dutch Disease.
Increasing oil prices lead to higher costs in industry in developed countries, and the fact that Algeria; like other developing oil-producing countries, the persistence of high oil prices lead to higher domestic demand for import and therefore higher inflation resulting from imported inflation.
The exchange rate regime in Algeria (the floating exchange rate); led to emergence of a negative impact of oil prices on the real effective exchange rate; in addition to Algerian exports of oil in U.S dollar and id considered one of the most important importers from the European Union; so most of its imports are in euro and this is what causes the negative impact of oil price on the real effective exchange rate.
The Algerian Central Bank pursuing a tight monetary policy which aim to control the volume of liquidity in the national economy; and this led to the limited impact of oil prices on the money supply; and this is what led to concluded that inflation is happening in the Algerian economy is not the result of the high money supply.
Finally; through the results obtained by analysis of econometric model we can give some recommendation;
International Journal of Business and Management Vol. 7, No. 18; 2012 which can be summarized in the following points:  The development of non-oil export as a way of diversifying the productive base of Algeria; a country that is highly endowed with national resources; the economy is still far from being diversified.

The researchers also recommend that the Algerian government uses its oil revenues and the financial surpluses to develop the other economic sectors in order to reduce its dependency on the petroleum sector. And to induce the aggregate demand to absorb the unemployment by product investment; and reduce the inflationary pressures.  Use a basket of currencies to do their foreign trading transaction; so as to avoid losses resulting from the depreciation of the dollar; and diversification of sources of imported goods; especially from the regions of dollar because it will be less expensive than the imported from euro region; must applied of more flexible exchange rates to achieve a real independence of the monetary authorities for help to face external shocks.
